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(h11 t lemon : 

Wa have coneiderad your appl ica t ion  f o r  recognit ion of axamption from 
Fcdaral j.ncoma t a x  under sec t ion  501(c)(Z) of the I n t e r n 1  Revenue C d e .  

The information submitted d iec loree  t h a t  ynu war. inaofporatad **** **  
**** undar tha nonprofi t  laws of tha S ta t a  of *****  ~ 

Your Ar t i c l e8  of Incorporat ion r t a t e  that your purpomer i a  "..,to angaga 
i n  the  businese of purcharing, eo l l i ng ,  ren t ing ,  l a ~ r i n g  propartiem. . .". 
The information submitted i n  pour app l i ca t ion  d i r a loaes  that you were 
fonned t o  eupply, f o r  a f ee ,  equipmant umed i n  tb oparat ion ugment of 
***** *************** ******* ******  ****, known aa ***** ********* 
*****  ******  .  Your praeent a c t i v i t i e s  includa the  l u r i n g  of vahiclem. 
Your fu tu re  plane a r o  t o  obtain,  maintain, ond propidm a l l  tn.8 of 
equipment. 

I n t e r n a l  Revenue Code 501(a) exempts f r m  Faderal in- tax corporat iozu 
deecribed i n  501(c)(2)  t h a t  sra organized f o r  t he  a x c l w i v e  purposa of 
holding t i t l e  t o  property,  co l l ec t ing  income thorafrom, and tu rn inn  w a r  
t h e  o n t i r a  amount thereof ,  l a s s  expensor, t o  an o r g a n i u t i o n  M c h  is 
i t ~ a l f  exempt under t h i r  rec t iou .  

Tha purpose of r n  organizat ion exempt undar s ac t ion  5Ol(c)(2) of t h e  
Code i s  l imi ted  t o  "...holding title t o  property...". Therefore,  pour 
A r t i c l e  11, of your Article8 of Incorporailon, doem nor meat t h e  requi-  
rements of s ec t ion  501(c)(2) of the  Code. 

A r t i c l e  111 of your A r t i c l e s  of Incorporat ion gxautb pouerr boarder chur 
thooe allowed t o  an organizat ion exampt under s ac t ion  SOl(c)(2) of th 
Code. Tllercforc, A r t i c l e  111 door not  m a t  the  r e q u i r m a n t r  f o r  axmp- 
t Soil undcr s ec t ion  501 (c )  (2)  of t he  Coda. 

Section 1.501(c) (2)-1 of t he  Incomcr Tax R.e@htioru mtates that an 
organiza t ion  cannot be a x a q t  under s ec t ion  SOl(c) (3) of th. Coda i f  i t  
engapee i n  any buainesa o ther  thon holding t i t l o  t o  proparty ad collect- 
ing i n c m  therefrom. 
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Revenue Ruling 69-278 C.B. 19692, 148 d i scus i e s  property held by an  4 

organiza t ion  applying f o r  exemption under s o c t i  on SOl(c) (2) of t he  Coda. 
, T h e  organiza t ion  ren ted  t ruck8 t o  i t s  parent  orgad.zution. The parant  

was responeible  f o r  fue l ing ,  maintaining, and insur ing  tha t rucks ,  The 
incoma from these  leagee l a  a s u b s t a n t i a l  p a r t  of t h a ' a a t  earning8 of 
th2 t i t l e  l l o l d ~ n g  company, and i s  turned over t o  t h e  exempt parent  i n  
the name manner a e  t h e  n e t  earning from ' iuilding r m t b l s .  The r e n t a l  
t rucks  was determined t o  be rcantal of personal proparty and t r e a t a d  as 
tile conduct of a t r a d e  o r  bueinaer,  whether with reepec t  to  ex.empt 
organiza t ions  o r  tnxable e n t i t i e s .  It wcle held t h a t  t h e  corporat ion i e  
cngogcd i n  the  businaee of r an t ing  personal property independent of r e a l  
property,  ~ n d  tharefore ,  i t  i e  not oxompt from Paderaf. incoma tax under 
~ e c t i o n  501(c) (2) of t he  Coda, 

llcvonue Ruling 60-206, C.B. 1960-1, 201 holds incoma from r e n t a l  of tank 
cnre t o  be ur~ra ln ted  businaso taxable  income to. an employee'r t r u a t  
d a ~ c r i b e d  i n  eec t ion  501(a) of tlre  cod^ and otherwiea maop t  under 
s ec t ion  501(a), even though the  s o l e  a c t i v i t y  of t n s  l e e s o r  is t o  race ive  
tho r e n t a l  income, Qhe l eesee  having the  f u l l  r aepons ib i l i t y  f o r  t h e  
operat ion and maintenanca of t h e  care ,  and t h e i r  raplacamant i n  case of 
des t ruc t ion  o r  l o s s .  

M d i t i o n ~ l  evidence t h a t  an exempt t i t le  holding campany may not have 
income from r e n t a l  of personal ty i s  t h a t  r ec t ion  1,50l(c)(2)-1 of the 
r egu la t ions  s t a t e s  t h a t  organizations axaxnpt by v i r t u 6  of s e c t i o n  501 
(c ) (2)  of t he  Code cansot have unrelated busineas taxable  incoaw na 
clofined i n  s ec t ion  512, o the r  than unrelated burinesp r e n t a l  income 
described i n  s e c t i o n  514. Section 514 of the  Code r e l a t e s  t o  c e r t a i n  
types of indebtednaas on r e a l  property,  

Section 502 of the Code fu r the r  re inforce8  this posi t ion.  That eec t ion  
provides t h a t  an organizat ion operated f o r  the  primary purpoee of carry- 
ing on a t r ade  o r  businesa f o r  p r o f i t  s h a l l  not be exempt under s ec t ion  
501 on the ground that a l l  of i ts  p r o f i t a  a r e  payable t o  one o r  more 
organizat ions exempt under eect ion 501 from taxat ion.  

Your organization was organized and operated t o  engage i n  the  busineee 
of purchasing, s e l l i n g ,  ren t ing ,  and leaning propcrt iee.  It has been 
determined  hat t h e  property i s  personal  property in the f o m  of t ruckr  
and o ther  equipment r a t h e r  than r e a l  property.  Therefore,  we have 
concluded t h a t  you are  engagad i n  a bueineee s imi l a r  t o  the above organi- 
za t ions  and cannot be exempt from Federal  income tax under s e c t i o n  
5Ol(c)(2)  of the  Code. You.&re required t o  f i l e  Federal  income t a x  
retuLmn on Form 1120. 
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If you do:&t*agr+,vith tb.,s. .concluelow, ,yciu:&f. +tNn 30 day$ from 
the date of ~ thl8'..1rkrsr ,:' f i l r  in .rlupilca't~'~~jf khf of tb.' facts ;' b, 
and a r g w n t  tlut .clearlyd Ilats, f arth your, poaitdoq. . , If ~ 0 t h  diairm an 
oral diecussfon 'of the isrue, pl-e indlc,ata4 this ,:in your proteat. The 
enclosed Publiaati'm 892 g h a  inmtructioh. .fors fiw 4, protrst. 
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If you do not fiik" a prdteat wLth thir offica +Itbin 30*,&yr.of tba data 
of  th in  report o t  le t tar:  U r n '  proposedcdakrminatttm w i l l  baem f lnrl. 
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~f you ngrea, with ths. oodciuaiare o r d o  Mt w i ~ b  t o  i f i a  i wtttan 
protaat, pl~asei eign and'return Form 6018'in th i t m l o ~ d  MU-rddrcsaed 
envalopa as m o o n  ao poeiibl.. t. '* . ~ 

. . 
If you ha,'= say further' quastiani, plane. 'cantmt  th. .person whona~ ~ a u  

and telephona nurob*r are #horn a t  tha beginaiq of thir httet .  
, ~. 

******* ***** 
~frtr ic t  Director 

Enclosureo 
Publicntion 892 
Form 6018 - .  
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